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NORTHERN SUNRISE WATER COMPANY AND SOUTHERN SUNRISE WATER
COMPANY - MOTION FOR EXTENSION OF COMPLIANCE FILING DATES
(DOCKET nos. W-20453A-06-0247, W-20454A-06~0248, W-20453A-06-0251
W-20454A-06-0_51, W-01646A-06-0251, W-01868A-06-0251, W-02235A-06-025I
W-02316A-06-0251, W-02230A-06-0251, W-01629A-06-0251, AND W-02240A
06-0251)

On April 13, 2006, Northern Sunrise Water Company and Southern Sunrise Water
Company ("Northern", "Southern" or collectively, "the Colnpany") each filed applications for
new Certificates of Convenience & Necessity ("CC&Ns") to serve territories in Cochise County
Arizona. Simultaneous to those filings, Northern and Southern filed a joint application for
approval of the sale of assets and cancellation of the CC&Ns of Miracle Valley Water Company
Cochise Water Company, Horseshoe Ranch Water Company, Crystal Water Company, Mustang
Water Company, Coronado Estates Water Company and Sierra Sunset Water Company
(collectively, "the fanner McLain Systems")

In Decision No. 68826, dated June 29, 2006, the Arizona Corporation Commission
('A.C.C." or "Comlnission") approved the joint application of Northern and Southern for approval
of the sale and transfer of water utility assets and cancellation of the CC&Ns of the McLain
Systems. Decision No. 68826 ultimately authorized that the former McLain Systems would be
served by Northern and Southern based on a geographical separation

As part of Decision No. 68826, the Commission ordered Northern and Southern to comply
with the following compliance items

complete the improvements listed in Exhibit B and the installation of an additional
30,000 gallons of storage for Sierra Sunset, by August 25, 2007

file general rate cases in 2008, and that Decision No. 68667 is hereby modified to allow
the Companies to employ a 2007 Test Year

On May 30, 2007, Northern and Southern filed a "motion to extend time to comply with
Decision No. 68826" and the above requirements. The motion identifies that the current due date
for the system improvements is August 25, 2007, and states that Decision No. 68826 amended
Decision No. 68667 to authorize Northern and Southern to file a rate case using the test year of
December 31, 2007. The application then states the following about Decision No. 68826
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Howe ve r, in the  De cis ion, the  Commiss ion a lso conclude d tha t "If the re  is  good
ca us e , Northe rn S unris e  Wa te r Compa ny, Inc. a nd S outhe rn S unris e  Wa te r
Company, Inc. may tile  a  reques t for extens ion of time  to comple te  the  re fe renced
improve me nts . Any s uch re que s ts  for e xte ns ion of time  s ha ll de ta il the  good
cause and be submitted no la ter than June 30, 2007

Ba s e d on the  a bove  la ngua ge  from De cis ion No. 68826, the  Colnpa ny's  Ma y 30, 2007
motion reques ts  the  following in the ir current applica tion for extens ion

For good ca use , Applica nts  re spe ctfully re que s t dirt the  Commiss ion gra nt this
motion to e xte nd the  de a dline  for comple ting the  s ys te m improve me nts . In
addition, Applicants  reques t tha t they be  a llowed to use  a  Tes t Yea r ending June
30, 2008 in the  ra te  ca se  re quire d unde r De cis ion No. 68826. Both re que s ts  a re
made  as  a  result of de lay in the  McLain bankruptcy proceedings

The  a pplica tion provide s  a  discuss ion of e a ch of the  a bove  me ntione d complia nce  ite ms
and provides a  conclusion tha t good cause  exists  tha t the  system improvements  due  date  should be
extended from Augus t 25, 2007, to Februa ry 19, 2008, and tha t the  ra te  ca ses  should be  filed no
la te r tha n De ce mbe r 31, 2008, us ing a  J une  30, 2008 Te s t Ye a r. According to the  a pplica tion,
both of the  a bove  re que s ts  a re  be ing s pe cifica lly ma de  a s  a  re s ult of the  de la y in the  McLa in
bankruptcy proceedings .

Svstem Improvements

Northe rn a nd Southe rn curre ntly ha ve  obliga tions  to provide  sys te m improve me nts  to the
forme r McLa in Sys te ms . The  lis ting of improve me nts  orde re d by De cis ion No. 68826 is  include d
as  Exhibit l to the  Northe rn and Sunrise  applica tion which was  docke ted on May 30, 2007

In the  a pplica tion, Northe rn a nd S outhe rn a rgue  tha t the  Augus t 25, 2007 de a dline  wa s
founde d on "a n optimis tic e xpe cta tion tha t the  McLa in S ys te ms  ba nkruptcy proce e dings  would
clos e  within s ixty (60) da ys  of the  Commis s ion 's  fina l de cis ion". And, thus , the  "a pplica nts
volunta rily agreed to comple te  the  sys tem improvements  within twe lve  (12) months  of the  clos ing
of the  s a le ". Howe ve r, the  ba nkruptcy clos ing did not occur within 60 da ys  of the  Comlnis s ion's
fina l de cis ion. Ins te a d, the  Ba nkruptcy Court a llowe d more  time  to de btor lie n holde rs  tha t we re
not prope rly notifie d a nd a dde d a  fe w a dditiona l a s s e ts  tha t we re  us e d in the  fa nne r McLa in
Sys te ms  but we re  not origina lly include d in the  ba nkruptcy. Conse que ntly, the  a pplica tion s ta te s
tha t the  sa le  did not actua lly close  until February 19, 2007

Be ca use , the y a rgue , the  "a pplica nts  could not comme nce  the  la rge  ca pita l proje cts  until
the  transaction was fina lized, there  is  good cause  to extend the  deadline  to comple te  the  remainder
of improve me nts  lis te d  in  Exhib it l" o f the  a pp lica tion . P e r the  a pplica tion, e xte nding the
de a dline  for the  re quire d sys te m improve me nts  from, Augus t 25, 2007 to Fe brua ry 19, 2007, is
consis tent with the  "good cause" portion of the  decis ion

The  a pplica tion  furthe r a s s e rts  tha t curre n t pe rs onne l pe rforme d ma ny re pa ir a nd
maintenance  items  in anticipa tion of acquiring the  McLa in Sys tem asse ts . Furthe r, they provide  a
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lis t of "pre -a cquis ition sys te m ma inte na nce  a ctivity" a nd a n e xpla na tion of e fforts  to improve  the
systems s ince  the  closing

In summary, the  applica tion s ta te s  tha t Northe rn and Southe rn have  "in good fa ith pursued
sys tem repa ir and maintenance" despite  the  de lay in the  clos ing which was  caused by the  de lay in
the  Bankruptcy Court proceedings

General Rate Cases

In addition to extending the  sys tem improvements  deadline  due  to the  McLa in bankruptcy
de lay, the  Applicants  have  a lso reques ted an extens ion of the  te s t yea r requirement tha t Decis ion
No. 68826 s e t re ga rding the  filing of 2008 ra te  ca s e s . As  s hown be low, De cis ion No. 68826
orde re d Northe rn a nd S outhe rn to  tile  ra te  ca s e s  in  2008 a nd modifie d a  pre vious  de cis ion
(De cis ion No. 68667, da te d April 20, 2006) to a llow the  a pplica nts  to e mploy a  2007 te s t ye a r in
doing so. In the  current applica tion, Northe rn and Southe rn reques t tha t they be  a llowed to use  a
test year ending June 30, 2008, in the 2008 rate  cases as shown below

The  Company s ta tes  tha t because  of the  s ix month de lay in transfe rring the  McLain asse ts
the  te s t yea r for the  2008 ra te  ca se s  should be  extended by the  same  approxima te  time line , until
June 30. 2008

Staff Recommendations

S ta ff concurs  with  the  Compa ny pos ition  tha t re gula r a nd  minor ma in te na nce  wa s
comple te d prior to owne rship a nd tha t the  la rge  sys te m improve me nts  would only be  comple te d
afte r the  change  in ownership

The  Con'1miss ion's  Lega l Divis ion confirmed tha t the  bankruptcy proceedings  we re  more
le ngthy tha n e xpe cte d a nd, furthe r, tha t nothing in the  de la ys  tha t wa s  a ttributa ble  to fa ilure s  by
Northe rn a nd S outhe rn. Additiona lly, the  Le ga l Divis ion s ta te d tha t de la ys  in the  proce e dings
could constitute  good cause  for extending compliance  requirements  on items tha t depended on the
close of the sale , such as the system improvements and the rate  case due date  / test year

In  s umma ry, it a ppe a rs  tha t the  Compa ny's  a s s e rtion  tha t the  McLa in  ba nkrup tcy
proce e dings  we re  prolonge d a nd took longe r tha n wa s  initia lly e xpe cte d is  corre ct. This  cle a rly
would have  e ffected the  sa le  da te  and, the re fore , Northe rn and Southe rn's  sys tem improvement
cons truction sche dule . In tum, this  would flow into the  da te  for the  ra te  ca se  a nd the  a s socia te d
te s t ye a r. Ba s e d on a ll of the  a bove , S ta ff ha s  no obje ction to the  Compa ny's  s ix month time
e xte ns ion  re que s t wh ich  wou ld  re s u lt in  the  s ys te m improve me n ts  be ing  comple te d  by
Fe brua ry 19, 2008, a nd the  ra te  ca s e  be ing tile d no la te r tha n De ce mbe r 31, 2008 utilizing a
June 30, 2008 test year

EG]:BKB:1hm

Origina tor: Bria n K. Bozzo
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Mr. Steven L. Wane
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1850 North Central Avenue, #1100
Phoenix, Arizona 85004

Mr. Johnny McLa in
Ms . Linda  McLa in
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Sierra  Vista , Arizona 85636
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Chief Administra tive  Law Judge
He a ring Divis ion
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1200 West Washington Street
Phoenix, Arizona  85007
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Chief Counse l, Legal Divis ion
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1200 West Washington Street
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FENNEMORE CRAIG, P .C
A P rofe ss iona l Corpora tion
J ay L. S hapiro (No. 014650)
P a trick J . Bla ck (No. 017141)
3003 North Centra l Avenue
Suite  2600
P hoe nix, Arizona  85012
Te lephone  (602) 916-5000

MAY so 2007

Attorneys for Northern Sunrise Water Company
and Southern Sunrise Water Company

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION OF
NORTHERN SUNRISE WATER COMPANY FOR A
CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE WATER UTILITY
SERVICE IN COCHISE COUNTY, ARIZONA

DOCKET no. W-20453A-06-0247
9
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DOCKETNO. W-20454A-06-0248
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DOCKET NOS. W-20453A-06-025 l
W-20454A-06-0251
W-01646A-06-0251
W-01868A-06-0251
W-02235A-06-0251
W-02316A-06-0251
W-02230A-06-0251
W-01629A-06-0251
W-02240A-06-025 l19

20 MOTION TO EXTEND TIME TO
COMPLY WITH DECISION NO
68826

22

24

Northern Sunrise Water Company and Southern Sunrise Water Company ("Applicants")

hereby submit this Motion to Extend Time to Comply with Decision No. 68826 (June 29, 2006)

in the above-captioned matter

FENNEMORE CRAIG, P.C

PIN:NIX

G M
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Decision No. 68826 requires Applicants to complete certain improvements to water

systems purchased through bankruptcy proceedings for Miracle Valley Water Company, Cochise

Water Company, Horseshoe Ranch Water Company, Mustang Water Company, Coronado

Estates Water Company and Sierra Sunset Water Company ("McLain Systems") by August 25

2007. Decision No. 68826 at Ordering Paragraph 1121. A complete list of the McLain System

improvements is attached hereto as Exhibit1. In addition, the Commission simultaneously

amended Decision No. 68667 (April 20, 2006) to allow Applicants to file a general rate

application using a calendar test year ending December 31, 2007. Id. at Ordering Paragraph

1110

Howe ve r. in the  De cis ion, the  Commiss ion a lso conclude d tha t "If the re  is  good ca use

12 Northe rn S unrise  Wa te r Compa ny, Inc. a nd S outhe rn S unrise  Wa te r Compa ny, Inc. ma y file  a

13 re que s t for e xte ns ion of time  to comple te  the  re fe re nce d improve me nts . Any such re que s ts  for

14 extension of time  sha ll de ta il the  good cause  and be  submitted no la te r than June  30, 2007." Id. a t

15 Orde ring P a ra gra ph 1121. For good ca use , Applica nts  re spe ctfully re que s t tha t the  Commiss ion

16 gra nt this  motion to e xte nd the  de a dline  for comple ting the  sys te m improve me nts . in a ddition

17 ' Applica nts  re que s t tha t the y be  a llowe d to use  a  Te s t Ye a r e nding J une  30, 2008 in the  ra te  ca se

18 re quire d unde r De cis ion No. 68826. Both re que s ts  a re  ma de  a s  a  re sult of de la y in the  McLa in

19 bankruptcy proceedings

The Deadline to Complete System Improvements Should
Februarv 19, 2008

Be Extended to

23

24

25

26

Fswnwolus Cwuuc. p.c

As  s ta te d ,  Applica n ts  a re  curre n tly re quire d  to  fina lize  the  im prove m e nts  lis te d  in

Exh ib it  1 by Augus t 25, 2007. This  de a dline  wa s  ba se d on the  optimis tic e xpe cta tion tha t the

McLa in S ys tems bankruptcy proceedings  would close  within s ixty (60) days  of the  Commiss ion's

fina l decis ion. Applicants  volunta rily agreed to comple te  the  sys tem improvements  within twe lve

(12) months  of clos ing of the  sa le . Id. a t 1151. Unfortuna te ly, this  did not occur. The  Bankruptcy

\| \
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Court a llowe d a dditiona l time  to ne wly ide ntifie d de btor lie n holde rs  who we re  not prope rly

notified to respond, and added a  few additiona l as se ts  tha t were  used in die  McLain Sys tems  tha t

we re  not origina lly pa rt of the  ba nkruptcy proce e dings . As  a  re s ult, the  s a le  did not clos e  until

Fe brua ry 19, 2007. Copie s  of the  clos ing docume nts  a re  a tta che d a s Exh ib it 2. Because

Applicants  could not commence  the  la rge  capita l projects  until the  transaction was  fina lized, there

is  good ca us e  to e xte nd the  de a dline  to comple te  the  re ma inde r of improve me nts  lis te d in

Exhibit 1. Extending the  deadline  until Februa ry 19, 2008 is  cons is tent with the  origina l intent in

Decis ion No. 68826 to have  the  improvements  comple ted within 12 months  of the  clos ing of the

sa le  of as se ts , as  well as  Ordering Paragraph1]21, which anticipa tes  this  very applica tion

Applicants  wis h to emphas ize  tha t during the  approxima te  s ix (6) month de lay, company

pers onne l pe rformed many repa ir andjrna intenance  ta s ks  in prepa ra tion of improving the  McLain

Sys tems  once  the  phys ica l as se ts  were  acquired. Attached here to as Exh ib it 3 is  the  a ffida vit of

Ma tthe w Ga rlick, Re giona l Ope ra tions  Ma na ge r of the  Infra s tructure  Divis ion of Algonquin

Water Resources , LLC, which conta ins  a  summary lis t of the  pre -acquis ition sys tem maintenance

a ctivity. In  a ddition, Mr. Ga rlick provide s  a  de ta ile d e xpla na tion of Applica nts ' e fforts  to

improve  the  McLa in Sys tems  s ince  the  clos ing. Applicants  be lieve  tha t des pite  the  de lay caus ed

by the  Ba nkruptcy Court proce e dings , the y ha ve  in  good fa ith  purs ue d s ys te m re pa ir a nd

maintenance  to the  extent pos s ible  to ens ure  s a fe  and re liable  wa te r s e rvice  to the ir cus tomers

See  Garlics  Affidavit a t 1]6-7
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20 1 1 Applicants Should Be Allowed to File General Rate Applications by December 31
2008., Employing a Test Year Ending June 30, 2008
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De cis ion No. 68826 modifie d a n e a rlie r orde r of the  Commis s ion dire cte d a t the  the n

exis ting wa te r utilitie s , Le ., the  McLa in Sys tems  and the  Commis s ion's  prior contract ope ra tor

AS UA. The  modifica tion a llowe d Applica nts  to  e mploy a  2007 Te s t Ye a r a s  pa rt of ra te

a pplica tions  to be  file d in 2008. A 2007 Te s t Ye a r re fle cte d S ta ffs  re cognition tha t, due  to the

extens ive  repa irs  and neces s a ry cons truction, a  2007 Tes t Year would be tte r re flect the  ongoing

FENNEMORE CRAIG.P.C

PHOENIX
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leve l of investment and expenses  than a  2006 Test Year, and result in ra te s  tha t more  accura te ly

re flect costs  incurred by Applicants  to improve  the  system. Decision No. 68826 a t 1] 83

Applica n ts  s till in te nd  to  file  ra te  a pp lica tions  by De ce m be r 3  l,  2008 . Howe ve r

Applic a n ts  wis h  to  m ove  fo rwa rd  in  c om ple ting  the  s ys te m  im prove m e nts  with  the  ta c it

unde rs ta nding tha t the  de la y ca use dfby the  ba nkruptcy proce e dings  will not unduly pre judice

the m  in .the ir re spe ctive  ra te  a pplica tions . Be ca use  of the  s ix month de la y in tra ns fe rring the

asse ts , the  test year should be  extended by approximate ly the  same timeframe .- to June  30, 2008

to accura te ly re flect the  leve l of investment and expenses, a s  outlined by S ta ff in supporting the

ca lendar 2007 Test Year. Applicants  seek approva l to use  a  te st yea r ending June  30, 2008 in the

filing of ra te  applica tions on or be fore  December 31, 2008
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CONCLUSIDN

Despite approximately six months of delay caused by the bankruptcy proceedings to close

the sale, Applicants continued to repair, operate and maintain the McLain Systems so that

customers would receive safe and reliable water. Once the sale transaction closed on

February 19, 2007, Applicants began addressing the more complex system improvements

identified in Exhibit 1. However, more time is required. Based on the circumstances of the

delay, Applicants assert that there is good cause to grant this motion. Finally, in order to make

matters consistent with the intent of the Decision No. 68826, Applicants should be allowed to

utilize a Test Year ending June 30, 2008, in order to capture as much capital investMent in new

infrastructure and known and measurable operating expenses as possible

FEnt~rEmo»u8 CRAIG. pc
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RESPECTFULLY SUBMITTED THIS 30 ' gay of May, 2007

FENNEMORE CRAIG. P .C

By
Shapiro

trick J . Black
Suite 2600
3003 North Central Avenue
Phoenix. Arizona  85012
Attorneys for Norther Sunrise  Water Company
and Southern Sunrise Water Company

ORIGINAL and 33 copies  filed
this 30th day of May, 2007 to
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Docket Control
Arizona Corporation Commission
1200 West Washington Street

Phoenix. Arizona 85007

Copy sent via e-mail and U.S. mail
this30th day of May, 2007 to
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20

Jane L. Rodder, ALJ
Hearing Divis ion
Arizona Corporation Commission
400 W. Congress St
Tucson. AZ 85701

Copy handdelivered
this 30th day of May, 2007 to

Christopher Kempley, Chief Legal Counsel
Lega l Divis ion
Arizona Corporation Commission
1200 W. Washington St
Phoe nix. AZ 85007

FENNEMQRECRAIG. P C

PNGENIX



1 Linda  J a re s s . Exe cutive  Cons ulta n t
Utilit ie s  Divis io n
Arizo n a  Co rp o ra tio n  Co m m is s io n
1200  W. Wa s h ing ton  S t
P h o e n ix.  AZ 8 5 0 0 7

6 n7094.u20898.001

9

10

12

14

17

19

20

22

24

FENNEMDRECRAIG. P.C

PHOENIX


